
 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Al Madina Research 
 

Oman Oil Marketing Co. (SAOG) 

31
st

 August, 2009 

Preview of Q2 2009 
 

• Aggregate sales for three months ended 30
th

 June 2009 note 

5.1% decline (y-o-y) to RO. 42.07 million from RO. 44.38 million 

same time last year. H1 ‘09 sales at RO. 79.87 million (H1’08: RO. 

85.73 million).   
 

• The Retail segment continues to withstand well despite the 

ongoing economic slowdown with volume growth of around 

4.0%. Retail station network stands at 114 for the period. 

Commercial Segment volumes continue to note strain on y-o-y 

basis. Aviation segment notes improvement q-o-q powered by 

higher throughput from new & existing opportunities.       
 

• Gross profit notes 3.59% decline to RO. 4.40 million over RO. 4.56 

million as of Q2 2008 (y-o-y). H1 ’09 gross profits at RO. 8.29 

million (H1 ’08: RO. 8.48 million).   
 

• Q2 2009 Admin/Distribution expenses notes 24.5% increase (y-o-

y) to RO. 3.06 million. Admin/Distrib. expenses for H1 ‘09 at RO. 

5.58 million (H1 ’08: RO. 4.41 million). Ministerial Decision No. 

8/2009 of the Ministry of Commerce & Industry (MOCI) 

pertaining to licensing fees leads to marked increase in 

operational costs, y-o-y.  
   

• Operating Margins decline to 3.04% for Q2 2009 from 4.17% and 

3.34% for Q2 2008 and Q1 2009 respectively. H1 ’09 margin at 

3.18% (H1 ’08: 4.28%).  
 

• The net income for Q2 2009 stands at RO. 1.10 million, a decline 

of 30.1% (y-o-y) over RO. 1.57 million recorded in Q1 2008. H1 

’09 net income at RO. 2.18 million (H1 ’08: RO. 3.18 million).    
 

Outlook & Recommendation 
 

• Company likely to pursue further development in Retail segment 

via site additions. 2 new sites under development.  
 

• Competition likely to remain severe for the short term given the 

regional economic slowdown.  
 

• Aggregate sales expected to reach RO. 167.9 million for year 

2009, a decrease of 1.2%, y-o-y. Bottom line likely to decline 

27.1% (y-o-y) for year 2009 to RO. 4.60 million. 
 

• We assign Accumulate recommendation to the stock for the 

short term with 2009 target price of RO. 1.039/share.   

Q2 2009 - Update  

Figure 1: Price History 

 
  

Table 2: Financial Summary 

 

Table 1: Highlights 
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Operational Review 
 

The SBU’s (strategic business units) continue to witness some strain over 6M 2009 owing 

to the economic slowdown. The Retail Segment, the single largest unit has continued to 

witness growth in the range of 4% (y-o-y) for the period. One more new site was added 

during the period via the company’s site development program. The total site network 

stands at 114 for the period. The average throughput per site continues to note 

improvement as the newer sites attain maturity. The Commercial Segment continues to be 

the prime affected segment due to the slowdown in mainly activities of the construction 

sector. Improvement on a q-o-q basis though is noted as the company secured a new 2-yr 

supply contract from RAECO worth RO. 11 million. Performance of the Aviation Segment 

noted improvement as the company secured a supply contract with Turkish Airlines as well 

as the better offtake from existing airlines. The Lubricants Segment underwent a rebound 

during the current quarter with volumes registering 23% growth (y-o-y). The company has 

reported a better export penetration signaling the increased acceptance and demand for 

the OOMCO brand.  
 

Financial Review 
 

Sales moderate marginally  
 

The company achieved revenues to the tune of nearly RO. 42.07 million in Q2 2009 down 

marginally from RO. 44.38 million achieved during Q2 2008. The Sales decline stands at 

5.1% on a y-o-y basis for the quarter in question. On a q-o-q basis though the sales have 

noted a 11.3% upcline. The effects of the economic slowdown seem to have loomed on the 

larger Retail and Commercial Segments. We do take some respite from the q-o-q 

improvement in sales during the current year, partly a result of the better strategies put in 

place by management. H1 2009 sales stand at RO. 79.8 million, a 6.8% decline (y-o-y).     
 

Table 3: Quarterly Income Summary (RO 000)    

 
Source: Company Financials, Al Madina Research 
 

Costs, a key focus area 
 

Direct costs, as reported under Cost of Sales have undergone a 5.36% decline (y-o-y) to 

RO. 37.6 million as of Q2 2009. The decline in costs seems to be in line with the decline 

noted in sales over the period. This is also visible as of H1 2009 with direct costs of RO. 71.5 

million reflecting lower by 7.3% (y-o-y)      
 

Figure 2: Sales vs. Cost of Sales (RO 000, Quarterly)  

 
Source: Company Financials, Al Madina Research 

Lubricants Segment on 

the forefront.    
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Admin. , Distribution  and Marketing/Advertising expenses have risen by 15.1% (y-o-y) for 

the quarter in question (Q2 2009) to RO. 3.25 million. For the 6M ended 30
th

 June 2009, the 

increase is 19.3% (y-o-y) to RO. 5.99 million. The increase is a result of both higher license 

fees and maintenance costs on stations over the period.    
 

Profits take a setback…  
 

Profits have undergone a modest decline for the current quarter. The bottom line for the 

latest quarter ended 30
th

 June 2009 stood lower at just RO. 1.10 million, a 30.1% drop (y-o-

y) from the corresponding period last year (Q2 2008: RO. 1.57 million). The decline in sales 

and simultaneous increase in certain costs has notably depleted profits. While the gross 

margin has shown some improvement for the quarter, margins at the operating and net 

level have taken a beating during the period. The EBIT and net margins stood at just 3.0% 

(Q2 08: 4.1%) and 2.6% (Q2 08: 3.5%) during the period.   
 

Figure 3: Sales/Profits (RO 000) vs. Margins (%) 

 
Source: Company Financials, Al Madina Research 
 

Balance Sheet gaining strength  
 

Table 4: Condensed Balance Sheet (RO 000) 

               
Source: Company Financials, Al Madina Research 
 

For the 6M ended 30
th

 June 2009, the company’s aggregate assets stand at RO. 41.7 

million, up moderately from the 2008 year end figure and by 14.2% on a y-o-y basis. 

Among assets, the Plant/Equipment alone accounts for the bulk at RO. 17.8 million. The 

increase of 21.1% seen y-o-y is mainly on account of capital expenditure in relevance of 

new fuel stations. Total Receivables have noted a 2.9% increase over year 2008 end to RO. 

17.28 million. These account for 41.4% of total assets. Inventory notes a 11.6% increase, 
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y-t-d comprising 11.5% of total assets. The cash balance stands at RO. 1.78 million. Total 

liabilities for the period stand at RO. 20.74 million, up 6.3% compared to the year ending 

2008. Trade & other payables have noted a 3.2% decline for the current year upto 30
th

 June 

2009 to RO. 16.49 million. The company has an outstanding short term loan of RO. 2.9 

million during the period. Total shareholder‘s equity stands at RO. 20.96 million for the 

period.      
 

Outlook 
 

Short Term  
 

The short term is likely to have a bearing on the company’s operations. Given the 

economic slowdown it is likely that the company’s performance would remain under strain 

for the most of year 2009 (y-o-y). However, within the year we do expect to see gradual q-o-

q improvement in topline achievement.     
 

For year 2009, we put our revenue expectation for the company at RO. 167.9 million, higher 

from our previous Q1 2009 report estimate. As for divisional level performance, we can 

expect the Retail Division to deliver flattish performance for the year 2009. The company 

has expressed its intent to continue its investment program focusing on Retail station 

additions in 2009. Growth is likely to feature from the Lubricant segment in 2009 with 

contribution from export market penetration. The Commercial Segment may remain under 

strain in 2009 given the slowdown effects of the overall economy. We believe a key focus 

(and challenge) area for the year would be to incorporate greater efficiencies in its 

operations.   
 

As per our analysis we expect the company to earn a bottom line of RO. 4.60 million in 2009 

a decline of 27.2% over the previous year achievement. The net margin is expected to curtail 

to just about 2.7%. This works out a per share earnings of Bz. 71, at a forward P/E of 11.5 

times. The dividend based on past payout ratios is estimated at Bz. 35/share, a yield of 4.3% 

on the current market price.   
  

The mid to long term 
 

We expect to see a notable improvement in business prospects for the sector in the mid to 

long term owing to the expected gradual improvement in macro economic conditions in 

Oman.  
 

In the long run, with the improving economy we feel prospects look bright particularly for 

the Commercial and Aviation segments. For Oman Oil Marketing, we see long term 

prospects in these segments to be bright given the infrastructure development initiatives 

undertaken at the country’s major airports and the gradual scale up in private investment 

activity. The Tourism initiatives undertaken in the country could likely improve the country’s 

prospects as a preferred fuelling destination among International Airlines. At the same time 

the development of several regional airports in areas such as Sohar, Duqm, Ras Al Hadd 

would likely hold promise for Aviation business. The Commercial segment may also witness 

better volume throughput as improving liquidity and economic conditions may again foster 

better private investment activity with development focused around several key non-oil 

sectors such as Tourism, Real Estate and Manufacturing. The Lubricants business is also 

likely to become a more prominent contributor to the company’s topline.  
 

As a result of this, we continue to project improvement in the performance of the company 

particularly in years 2010/2011 with increased throughput and profitability. 

 

 

Competition to impact 

margins going forward.    
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Valuation 
 

Discounted Cash Flow to Equity (DCFE) 
 

We have carried out a valuation exercise on Oman Oil Marketing Co. SAOG using the 

Discounted Cash Flow to Equity method (DCFE) based on forecasted financials (2009E-

2013E). For the analysis we have arrived at a Cost of Equity (COE) at 9.41%. The Beta we use 

is 0.63 derived via regression analysis. The risk free rate (rf) and risk premium is taken at 5% 

and 7% respectively. We attain a terminal growth rate of nearly 1.5% as part of closure to 

the valuation.  
 

Based on our workings the fair value per share for Oman Oil Marketing Co. SAOG for the 

year 2009 works out to nearly RO. 1.162/share. 
 

Table 6: DCF Exercise, Oman Oil Marketing (RO 000) 

 
 

Table 7: Valuation Sensitivity Analysis 

 

 
 

Peer Group: Oil Marketing  
 

For the year 2008, the sector’s aggregate revenue stood at RO. 688.07 million. For H1 2009, 

revenues stood at RO. 300.7.0 million, lower to RO. 347.5 achieved the same time last year. 

In terms of profitability, the aggregate sector net profit stood at RO. 11.6 million for the 6M 

ended 30
th

 June 2009. The average sector P/E (on TTM basis) stands at 13.5 times.     
 

Table 8: Peer Group, Oil Marketing Sector 

 

Using a conservative sector average P/E of just 12.0 times, we arrive at a fair value for the 

stock (per share) of Oman Oil Marketing Co. SAOG at Bz. 856/share based on the Relative 

Valuation technique. Based on a weighted average of the DCF technique and the Relative 

Valuation method we arrive at our target fair value price of RO. 1.039/share for the year 

2009. 
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Recommendation  
 

The per share fair value price of Bz. 1.039 represents an upside of nearly 26.7% on the 

current market price of Bz. 820/share. While exercising confidence on the performance of 

the company especially over the mid to long term horizon, we remain cautious on prospects 

for the short term. We change our rating on the stock to Accumulate for the short term. For 

the mid-term, we give a Buy rating on the stock. 
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Appendix: Financials/Company Profile 
 

Table 9: Income Statement (RO 000)  

Source: Company Financials, Al Madina Research 

 

Table 10: Balance Sheet (RO 000) 

Source: Company Financials, Al Madina Research 



   

     Page   8

Al Madina Research – Q2 2009 

 

Oman Oil Marketing Co. (SAOG)  

Appendix: Financials/Company Profile 
 

Table 11: Cash Flow Statement (RO 000)    

Source: Company Financials, Al Madina Research 
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Appendix: Financials/Company Profile 
 

Table 12: Ratio Analysis 

 
Source: Company Financials, Al Madina Research 
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Appendix: Financials/Company Profile 
 

Oman Oil Marketing Company SAOG (Omanoil) is engaged in the marketing and distribution 

of petroleum products. Oman Oil Co (SAOC) remains as the single largest shareholder. The 

Company is involved in fuel retailing, direct fuel sales to government and commercial sectors, 

lubricant marketing, aviation refueling, storage and distribution. It is the distributor of 

Castrol and BP-branded lubricants in Oman and offers a range of products, such as Lube Plus, 

Visco lubricants, BP Vanellus, Diesel HD 40 and Castrol Oman. The Company operates a vast 

Retail network of stations across the Sultanate of Oman, which, in addition to car services 

provides Quick Shop convenience stores for its customers.       

 

Table 13: Board of Directors 

 Source: Company Annual Report 2008, Al Madina Research 
 

Table 14: Top 10 Shareholders 

 Source: Company Annual Report 2008, Al Madina Research 
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   Buy & Sell with just one click 

 

 

 

Al Madina Research: Rating Methodology

Rating Explanation

Buy Capital gain of >20% to the CMP.

Accumulate Capital gain in the range of 10%-20% to the CMP.

Hold Capital gain in the range of 0%-10% to the CMP.

Reduce Capital depreciation in the range of 0%-10% to the CMP. 

Sell Capital depreciation of >10% to the CMP. 

Time Horizon Explanation

Short Term Period of upto one (1) year from date of recommendation.

Mid Term Period of 1-3 years from date of recommendation.

Long Term Period of >3 years from date of recommendation.  
 
Disclaimer: The information and opinions in this report were prepared by Al Madina Financial & Investment Services Co. (SAOC). Al Madina does 

not undertake to advise you of changes in its opinion or information. Al Madina and other associated with it may make markets or specialize in, 

have positions in and effect transactions in securities of companies mentioned and may also or seek to perform investment banking services for 

other companies. This memorandum is based on information available to the public. No representation is made that it is accurate or complete. 

This memorandum is not an offer to buy or sell or a solicitation of an offer to buy or sell the securities mentioned.The investment discussed or 

recommended in this report may not be suitable for all investors. Investors must make their own investment decisions based on their specific 

investment objectives and financial position and using such independent advisors as they believe necessary. Where an investment is denominated 

in a currency other than the investor’s currency changes in rates of exchange may have an adverse effect on the value, price of, or income derived 

from the investment. Past performance is not necessarily a guide to future performance. Income from investments may fluctuate. The price or 

value of the investments to which this report relates, either directly or indirectly, may fall or rise against the interest of investors. 
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